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Livestock Numbers 


Meat Production 


HERE was small decline livestock 
farms the United States during 1953. The 
Crop Reporting Board the United States 
Department Agriculture reported that num- 
bers livestock and poultry the 
farms declined per cent during 1953. Hog 
numbers dropped, while cattle numbers in- 
creased slightly during the year. the Tenth 
District, cattle numbers decreased relatively 
small amount, while hog numbers were about 
per cent lower than year ago. 

The increase cattle numbers during 1953 
for the U.S. occurred despite drought condi- 
tions many areas and larger than normal 
slaughter. Undoubtedly, the increase would 
have been greater normal weather condi- 
tions had existed. Pasture conditions for the 
Nation whole were poor. addition, hay 
production per cow was about per cent be- 
low average, and uneven geographical dis- 
tribution existed. The per cent increase 
cattle numbers during 1953 was considerably 
smaller than the per cent increase for 1952. 
However, the 94,677,000 head reported for 
January 1954, represents all-time record. 

Sheep and lamb numbers continued de- 
cline during 1953 and approached record-low 
levels. The Department Agriculture esti- 
mates that 82,100,000 head pigs were pro- 
duced during 1953. This the smallest num- 
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ber pigs produced the Nation any year 
since 1940. Swine farms January 
1954, totaled 48,179,000 head, the smallest 
number since 1938. 

The year 1953 was one extremes for the 
cattle industry the Tenth District. The 
drought was particularly severe the south- 
ern part the District through the spring and 
summer months. Scarcity water, roughage, 
and pasture forced many farmers and ranchers 
dispose their cattle distressed mar- 
kets during the summer months. However, 
rains during the late summer and early fall 
months caused pastures revive and stimu- 
lated roughage production throughout large 
part the District. Considerable winter 
wheat pasture was available during the fall 
months, but inadequate subsoil moisture was 
limiting growth the end the year 
many areas. The improved pasture and rough- 
age conditions during the fall were influential 
helping avoid distress selling. More orderly 
marketing along with the Federal Purchase 
Program for beef caused prices stabilize 
during the latter part the year. 

contrast the Nation whole, cattle 
numbers the Tenth District declined ap- 
proximately per cent during the year. The 
only Tenth District state showing increase 
was Oklahoma. Numbers Missouri and 
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Livestock 


Farms January 


(Thousand head) 


All Cattle Milk Cows and All All Sheep 

State and Calves Dairy Heifers Swine and Lambs 
1954 1953 1954 1953 1954 1953 1954 1953 
Colorado 2,096 2,161 187 182 155 209 1,686 184 
Kansas 4,298 4341 568 574 774 968 653 577 
Missouri 3,950 3,950 1,044 1,014 3,305 3,756 850 948 
Nebraska 4,752 4,992 455 450 2,133 804 810 
New Mexico 1,175 1,237 1,317 1,350 
Oklahoma 3,315 3,218 558 558 346 159 146 

Tenth District 2,910 2,879 6,797 7,930 7,526 
United States 94,677 24,735 54,294 30,902 


*Estimated the Department Agriculture. 


Wyoming were unchanged from year earlier. 
Nebraska and New Mexico had per cent 
declines cattle numbers, and Colorado and 
Kansas had declines and per cent, re- 
spectively. 

Milk cow and dairy heifer numbers in- 
creased slightly during the year, both the 
Nation and the Tenth District. Only New 
Mexico and Kansas had smaller numbers 
dairy animals January 1954, than year 
earlier, while numbers Oklahoma and Wyo- 
ming remained unchanged. 

The relatively small number hogs 
farms during 1953 caused prices high, 
except during the early part the year. High 
hog prices resulted favorable feeding ra- 
tios. This was contrast the depressed 
level prices that prevailed for cattle. Sup- 


Livestock Farms January 
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All Cattie Milk Cows and All All Sheep 


State and Dairy Heifers Swine and Lambs 
Missouri 100 103 
Oklahoma 103 100 109 
Wyoming 100 100 


SOURCE: Department Agriculture. 


plies feed grains also were abundant 
the hog-producing areas the District. 
ever, the feeding ratio became favorable too 
late prevent numbers pigs farms 
District states from decreasing during 1953, 
and hog numbers the District declined 
per cent during the year. All the District 
states reduced hog numbers during the year. 
The important hog-producing states—Nebras- 
and Missouri—had percentage declines 
and per cent, respectively. 


Sheep numbers for the Tenth District de- 
clined approximately per cent during 1953, 
compared with per cent decline for the 
Sheep numbers declined approximately 
per cent Colorado, and Wyoming had 
per cent decrease. Kansas and Oklahoma, 
the other hand, increased sheep numbers. 


Figures pertaining livestock numbers 
farms are most useful when compared with 
the figures for previous years. the case 
commodity such meat, where demand has 
been increasing because population growth 
and increased incomes, the trend numbers 
significant analyzing the current situa- 
tion. indicated the accompanying chart, 
both cattle numbers and numbers pigs 
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produced have been increasing during the 
period for which records are available. 
Cattle numbers have tended increase 
fashion. The rate increase, the 
average, has been approximately equal that 
population. However, the increase num- 
bers lagged behind population growth dur- 
ing the early part the period, while increas- 
ing more rapidly than population recent 
years. Currently, numbers are somewhat high 
relation population, but not unusually 
so. The large supplies beef available during 
1953 can explained the present phase 
the cattle cycle and larger production per 
animal farms January Whenever cat- 
tle numbers approach cyclical peak and the 
rate increase declines, beef production 
relatively high, and 1953 was such year. 
hold the increase cattle numbers per 
cent, large numbers had slaughtered. 
Statistics annual hog production the 
United States are available from 1924. the 
case hogs, the number produced annually 
more accurate indicator pork production 
than the number farms January Con- 
sequently, the number produced shown 
the accompanying chart, rather than the num- 
ber farms the beginning the year. 
general, the trend number hogs produced 
annually also has been moving upward 
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and Meat Production 


about the same rate population. However, 
the year-to-year fluctuation has been much 
greater than for cattle. The number pigs 
produced during the was quite low 
because the combined effects severe 
drought and the Government programs ex- 
isting that time. the other hand, the 
number produced during 1943 was extremely 
high due Government policies designed 
increase the war-time supplies meat. Dur- 
ing 1953, the number produced was quite low 
result the relatively unfavorable feed- 
ing ratios for hogs during 1952. The number 
produced during 1954 expected higher 
than the relatively small number produced 
during 1953. 


Sheep and lamb numbers the have 
not increased with population have cattle 
and hog numbers. From 1867, when records 
first became available, until the 
numbers remained approximately the same. 
Since the they have dropped 
almost third. During the last five years, 
sheep and lamb numbers have averaged sub- 
stantially lower than for any previous year 
since records became available. 

Production Per Animal 

order properly interpret the signifi- 
necessary familiar with any trends that 
might have occurred production per animal. 
This particularly true cattle and sheep 
and lamb production, where improved breed- 
ing and production practices have increased 
output per animal. the case hogs, weight 
per animal can varied more easily because 
feeding ratios change and marketing weights 
fluctuate greatly from year year. This makes 
the data trends production per animal 
for hogs less meaningful than for cattle and 
sheep and lambs. Consequently, data for hogs 
not plotted the accompanying chart. 
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Trend Production Per Animal 
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SOURCE: from Department Agriculture date. 

also should emphasized that many 
factors influence production per animal the 
case cattle and sheep. For example, pro- 
duction per animal tends vary with the dif- 
ferent phases the cycles. Despite this varia- 
tion, there has been general tendency for 
production per animal increase. the ac- 
companying chart, straight line trend has 
been fitted the per animal production data 
for cattle and sheep and lambs for the 1910 


Selected items condition Tenth District member banks, bank 
debits, and department store trade tables previously carried 
the Monthly Review will longer appear this publication. 
Separate individual releases containing these tables are available 
upon request. Address Research Department, Federal Reserve 
Bank Kansas City, Kansas City Missouri. 


1953 period. was determined that beef 
production per animal increased about per 
cent, and mutton and lamb production per 
animal about per cent during the 43-year 
period. 


Total and Per Capita Meat Production 


combination large numbers cattle 
farms and high production per animal 
caused beef and veal production both 
total and per capita basis during the past year 
the highest record. the basis 
present numbers cattle farms, 
tion probably will remain high during 
the other hand, pork, lamb, and mutton 
production was significantly lower than 
most other recent years. net result, total 
production red meats during 1953 was the 
second largest record. per capita 
basis, red meat production during 1953 was 
not particularly large when compared with 
per capita production for number 
ious years. Record per capita production 
beef and veal was offset substantially low- 
production pork, lamb, and mutton. 
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Surveys Homebuilders Kansas City 
and Denver Reflect Optimism National 
Forecasts for 1954 


ITH ESTIMATED 1.1 million new per- 
manent nonfarm dwelling units put under con- 
struction, 1953 marked the fifth consecutive 
year during which housing starts exceeded 
million units. Only the peak building years 
1950 and 1952 stand above 1953, making 
the third best housing year record. 
terms privately-owned new housing, last 
year was about equal 1952; most the 
decline between the two years occurred 
the number public units started. But what 
1954? Several estimates have been made 
which suggest interesting possibilities con- 
cerning the volume homebuilding this year. 

mid-November the Departments 
Labor and Commerce jointly prepared out- 
look estimate for all new construction. They 
anticipated that about million new non- 
farm units would started 1954, repre- 
senting per cent reduction from 1953. 
This outlook was based explicit assump- 
tions: significant change the interna- 
tional situation; continued high level 
personal income and employment, but with 
slight reduction the pace the economy 
and some increase unemployment; ade- 
quate mortgage funds; and building costs 
steady late 1953 levels. Within this environ- 
ment, the two agencies cited increasing 
birth rate, larger living space requirements for 


The Outlook For Homebuilding 


the growing proportion 4-, 5-, and 6-person 
families, and continued migration import- 
ant factors maintaining housing starts near 
the million level. about the same time, 
the McGraw-Hill Publishing Company releas- 
less bullish forecast for homebuilding 
1954. The company’s economics department 
estimated only 925,000 new units would 
started this year, full per cent less than 
the joint Commerce-Labor outlook. Several 
factors, according McGraw-Hill economists, 
were likely limit new housing starts less 
than million, not only for 1954 but for the 
next four five years well. These factors 
were decline leveling off income, 
reduction new family formation, less migra- 
tion from rural areas cities and from cities 
suburbs, difficulty the resale existing 
houses, and decline public housing con- 
struction. More optimistic than McGraw- 
Hill, the Dodge Corporation, collector 
construction statistics, concurred with the 
Commerce and Labor Departments its own 
early November estimate 990,000 units for 
1954. The National Association Home 
Builders also foresaw the building million 
new units 1954 their tenth annual con- 
vention mid-January Chicago. Although 
builders reported that sales are requiring more 
effort, the majority expected expand opera- 
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Outlook for Homebuilding 


tions. poll 273 builders the associa- 
tion found that per cent expected build 
more units than 1953, and per cent 
planned about the same number. The re- 
maining per cent the builders reported 
they would build fewer houses. 

Most builders Kansas City and Denver 
share the optimism those foreseeing good 
housing year 1954. During the first part 
February, number builders each the 
two cities were questioned concerning their 
views the current market for new houses 
and their own 1954 building plans. The build- 
ers interviewed are believed account for 
large share the operative building the 
two metropolitan areas, although the method 
their selection lacked the mathematical pre- 
ciseness sample survey. Kansas City, 
the majority the builders questioned said 
they plan build more houses 1954 than 
last year. Reports expected higher rates 
building came from large and small builders 
alike. Biggest factor contributing favorable 
prospects for 1954 was the renewal buyer 
interest after the first the year. During re- 
cent weeks, builders reported sales high, es- 
pecially compared with the fall and early 
winter and, for some builders, compared 
with year ago. Many builders indicated that 
all completed houses were sold and that they 
were selling ahead construction. Den- 
ver, most builders expected their operations 
high level, although they did not 
appear quite optimistic those Kansas 
City. About two thirds the dozen builders 
interviewed thought they would build more 
about the same number units 1953. 
Better sales within the last several weeks also 
were important factor raising main- 
taining the sights buildersin Denver. Nearly 
all homebuilders both Kansas City and 
Denver who expect equal exceed their 


1953 levels are selling their houses loans 
guaranteed the Veterans 
The more plentiful volume mortgage funds 
apparently has brightened prospects for this 
liberal type financing. Although the ma- 
jority builders the two cities expect their 
activity run ahead 1953, their plans are 
firm usually for only three six months 
advance. For the remainder the year, plans 
are less definite, depending largely the 
strength demand. 


The factor most frequently mentioned 
builders potential influence the de- 
mand for housing, especially during the 
ond half the year, was the Government's 
housing policy. Easier requirements for Fed- 
eral Housing Administration insurance 
mortgage loans new houses, such re- 
duced down payments, higher mortgage ceil- 
ings, and longer terms, were held have 
important bearing the development de- 
mand many builders. The enactment and 
executive implementation legislation em- 
bodying the recommendations the Presi- 
Advisory Committee Housing, which 
include proposals for more liberal conditions 
mortgages insured the FHA, would add 
considerable strength the demand for hous- 
ing, according these builders. They believe 
the market contains large number po- 
tential buyers who are not eligible for VA- 
guaranteed loans who desire homes which 
are more expensive than those normally avail- 
able with financing. More liberal FHA 
insurance provisions might permit many 
these families become actual buyers. 
few builders also indicated that early enact- 
ment the proposed experimental program 
40-year term, 100 per cent FHA-insured 
mortgages for low-income families might in- 
fluence their building plans. 


OPERATIONS—the collection and 
disbursement tax revenues, the issuance 
and redemption debt, and the purchase and 
sale gold and silver—have always been 
important influence commercial bank re- 
serve positions. certain earlier times, the 
Treasury gave little recognition these ef- 
fects, and banks experienced strong fluctu- 
ations reserve balances consequence 
periodic and irregular Treasury financial oper- 
ations. Today, these operations are carried out 
far larger scale. Consequently, their po- 
tential effect bank reserves far greater. 
Questions have been raised, therefore, 
the over-all effect Treasury operations 
bank reserves. present large Government 
budgets, with accompanying heavy tax col- 
lections, tend drain commercial bank re- 
serves? Does the sale Treasury securities 
private investors—individuals and corporations 
deposits and tend reduce the ca- 
pacity banks purchase these securities 
extend credit private borrowers? 
Government transactions the monetary 
metals tend alter bank reserves? These 
fundamental questions concerning the re- 
lationship Treasury operations com- 
mercial bank reserves are discussed below. 


Administration Treasury Balances 

The very high level expenditures the 
Federal Government requires the maintenance 
very sizable volume funds make pay- 
ments they come due. For this reason, the 
Treasury normally maintains deposit balances 
ranging from billion dollars. The major 
portion these balances held some 
11,000 commercial banks throughout the 


country, with the remainder held the 
Federal Reserve banks, except for small 
amount foreign and territorial depositaries. 

Initially, tax and loan proceeds are chan- 
neled largely into commercial bank deposi- 
taries. Funds derived from withheld indi- 
vidual income and payroll taxes are eligible 
for placement these accounts, are most 
excise tax payments. certain quarterly tax 
dates, large income tax payments 
corporations and individuals also are placed 
these accounts. addition, ma- 
jority the proceeds from the sale sav- 
ings bonds, savings notes, and other public 
debt obligations issued for cash are credited 
Treasury balances commercial banks. 
Payments for Treasury bills, which are cred- 
ited directly Reserve bank accounts, are 
the principal exception this practice 
regard debt transactions. 

Because virtually all disbursements 
Treasury funds are made drawing 
balances the Reserve banks, transfers the 
Reserve banks funds deposit com- 
mercial banks are made the need arises. 
Changes rate disbursement from Reserve 
banks require changes rate withdrawals 
from commercial bank depositaries. 

When the Treasury presents checks re- 
ceived from the public for credit its ac- 
counts commercial banks, there net 
loss deposits the commercial banking 
system and hence loss reserves. Not 
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until these funds are shifted the Reserve 
banks commercial bank depositaries ex- 
perience loss deposits and, consequently, 
equal loss reserves. the other hand, 
when funds are disbursed from Treasury 
balances Reserve banks, commercial banks 
gain equivalent amount deposits and 
reserves. Thus, clear that the coincidence 
disbursements from the Reserve bank ac- 
counts the Treasury and calls com- 
mercial bank depositaries major im- 
portance damping fluctuations com- 
mercial bank reserve balances. The greater 
the stability Treasury balances the Re- 
serve banks, the smaller the resulting changes 
aggregate reserves commercial banks. 

For several reasons, receipt funds the 
Treasury varies widely and does not correspond 
closely the volume expenditures. Vari- 
ations the daily volume budget receipts 
and the daily volume expenditures are 
indicated the accompanying tabulation for 
June, 1953. The total inflow and outflow 
cash from the Treasury may deviate from 
budget receipts and expenditures over given 
period, chiefly because debt transactions 
and the flow funds through the investment 
accounts. However, budget figures furnish 
indication the alternation between excess 
and deficiency receipts. 

seasonal basis, the divergence 
Treasury budget receipts and expenditures 
even more striking. While customs and other 
miscellaneous tax revenues are received more 
regularly throughout the year, the payment 
income taxes has traditionally made March 
month very large Treasury surplus. The 
institution pay-as-you-go tax collection 
plan for individuals during World War 
tended distribute tax revenues somewhat 
less unevenly over the months, but im- 
portant amount individual tax obligations 
still not subject withholding. Moreover, 
corporation income and profits taxes are paid 


Daily Treasury Budget Receipts and 


Expenditures for June, 1953 


(In millions dollars) 
Date Net Budget 


Total Budget Budget Surplus 


June Receipts Expenditures Deficit 
465 
117 265 
278 —193 
101 247 
227 208 +19 
183 188 
217 439 —222 

136 162 —26 
150 272 —122 
177 249 
215 878 663 
879 353 +526 
1,093 227 866 
1,316 235 +1,081 
778 417 +361 
1,070 176 +894 
852 326 +526 
774 205 +569 
425 347 +78 
282 280 
189 1,531 —1,342 


four quarterly instalments. Under the Mills 
Plan, each the first two quarterly corporate 
payments (March and June 15) has been 
successively increased from per cent the 
annual total 1950 per cent the an- 
nual total this year. speeding tax pay- 
ments corporations, the Mills Plan thereby 
further increases the seasonality Treasury 
income. 


Expenditures, the other hand, are sub- 
ject entirely different group in- 
fluences, and, therefore, little corresponding 
seasonality money outflow has developed. 
The timing expenditures frequently the 
result budget authorizations made many 
months years earlier. Payments defense 
projects, for example, are made deliveries 
occur without respect inflow tax receipts. 

eliminate entirely the impact move- 
ments funds through the Treasury, would 
necessary balance exactly the outflow 
payments from the Reserve bank balances 
shifts funds from commercial bank de- 


positaries. The manifold uncertainties the 
timing receipts and expenditures prevents 
this goal from being attained, but careful 
estimates outlays, combined with appro- 
priate schedule transfers from Treasury 
accounts commercial banks, has proved 
effective moving toward that objective. 

The magnitude fluctuations Govern- 
ment balances during 1953 indicated the 
accompanying chart, which shows the level 
Treasury accounts commercial banks and 
the Reserve banks. should noted that 
disturbance commercial bank reserve posi- 
tions arising from variations total Treasury 
deposits was greatly reduced permitting 
Government balances commercial banks 
fluctuate, rather than sharply altering these 
balances Reserve banks. 

March, June, and July last year, when 
the net inflow cash the Treasury was 
large, commercial banks might have been 
subjected severe losses deposits and 
reserves, had not the increment Treasury 
deposits been allowed remain the com- 
mercial banks. April, August, October, 
the other hand, when there were sub- 
stantial net outflows from Treasury bal- 
ances, reserves might have been increased 
similar amounts had funds not been trans- 
ferred from commercial bank depositaries 


Aes i Bud 
Monthiy Treasury Budget 
Exnenditures 
=x aitures in 


19052 
pen ! 


(In millions dollars) 
Net Budget TotalBudget Budget Surplus 


Month Receipts Deficit 
January 5,061 5,737 —676 
February 5,595 
March 10,502 6,187 
April 2,849 6,362 

4,380 6,241 —1,862 
June 9,744 7,988 +1,756 
July 3,308 6,068 —2,759 
August 4,568 6,042 
September 6,041 6,119 —79 
October 2,659 —2,818 
November 4,695 
December 5,183 6,387 —1,204 


Treasury Deposits 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 


COMMERCIAL BANK 
DEPOSITARIES 


SERVE BANKS 


SOURCE: Daily Statement Treasury. 


the Reserve banks. also should pointed 
out that total deposits commercial banks did 
not change parallel fashion Treasury de- 
posits these banks. The withdrawals 
Treasury funds from commercial bank de- 
positaries, fact, were timed offset receipts 
funds individuals and businesses from 
Treasury deposits the Reserve banks. 

addition possible effects com- 
mercial bank reserves the aggregate, Treas- 
ury operations also present problem shifts 
the volume funds held particular 
banks groups banks. Even though with- 
drawals may approximately offset for the 
commercial banking system whole, Gov- 
ernment collections and outlays may result 
expansion contraction deposits and re- 
serves particular areas. some degree, 
sharp drains the funds individual banks 
can temporarily alleviated redepositing 
with bank large checks drawn its own 
depositors for certain tax payments. How- 


nd Rank Rece 
ana bank Keserve 
1953 
4 
§ 
FEDERAL 


ever, the movement Treasury funds from 
one area another determined necessarily 
the geographic pattern tax and loan re- 
ceipts, together with the regional pattern 
disbursements. Although recognizing the im- 
portance such movements, this discussion 
restricted the aggregate problem. 
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Apart from the effects which arise from 
movements funds through Treasury ac- 
counts, may interest consider what 
distinctive results are associated with Treasury 
sale securities individuals and businesses, 
opposed sale securities banks. For 
example, does sale tax anticipation issues 
corporations reduce the capacity the bank- 
ing system acquire securities, does liqui- 
dation Treasury issues depositors enable 
banks enlarge their holdings? 


Confusion this question has led asser- 
tions that increased bank demand for Govern- 
ment bonds the latter months 1953 was 
generated part smaller security pur- 
chases corporations. Declining yields 
short-term Governments were said have in- 
creased bank deposits, since corporations 
tended drop out the market security 
buyers. This was thought have added 
the pressure banks find suitable outlets 
for “excess” funds. Such misunderstanding 
apparently based the assumption that 
sale securities the Treasury nonbank 
investors not only reduces deposits those buy- 
ers but also necessarily reduces both deposits 
and reserves the commercial banking system. 
While sale securities such investors 
the Treasury clearly depletes their deposits, 
the transaction actually reduces neither total 
deposits nor reserves the commercial banks. 
The proceeds the sale securities, de- 
scribed earlier, usually are redeposited the 
Treasury commercial banks. Thereby, the 


transaction results only change owner- 
ship the deposits. This transaction pre- 
sented Figure which shows composite 
partial balance sheet the commercial bank- 
ing system, with the changes labeled 


The volume funds which may offered 
the banking system quite independent 
offers nonbank investors, and vice versa. 
Bank purchases are controlled the volume 
excess reserves, while purchases individ- 
uals and businesses are conditioned the 
amount deposits held beyond expected 
needs for transactions and other purposes, 
These two sources demand for Treasury 
securities thus are supplementary and not 
mutually limiting. There one important dif- 
ference between bank and nonbank acquisi- 
tions, however. Net purchases commercial 
banks tend expand deposits, and thus total 
money supply, equal amount, and since 
the new deposits raise the level required 
reserves, excess reserves are thereby reduced. 
The effect bank purchases (labeled also 
are shown Figure where legal reserve 
requirement per cent assumed. Occa- 
sionally, the Treasury sells securities—very 
short-term issues—to the Federal Reserve 
banks. Such sales have distinctive results for 
commercial bank reserves. these instances, 
the securities are paid for crediting the 
deposit the Reserve banks. 
other words, deposit created favor 
the Treasury. the proceeds this sale are 

Figure Partial Balance Sheet 
Commercial Banking System 
Assets Liabilities 
Deposits indi- 
viduals, partnerships, 
and 
Reserve FRB: 
Excess 
Required +20 
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Figure Partial Balance Sheets 
Commercial Banks Federal Reserve Banks 
ASSETS LIABILITIES ASSETS LIABILITIES 
dividuals, securities +100 Treasury +100 
partnerships, 100 
corporations Reserve balances 
member 
banks +100 
Reserve FRB Deposits Gold cer- Deposits 
dividuals, tificates (IV) Treasury —100 (IV) 
partnerships, +100 (IV) 
corporations (IV) Reserve balances 
member 
banks +100 (IV) 


spent, the funds move into the commercial 
banking system and tend increase reserves 
equal amount. the partial balance 
sheet for Reserve banks 2), the results 
this transaction are labeled III. 


Thus, the marketing Treasury securities 
sold bank nonbank investors— 
case reduces total commercial bank re- 
serves. Sale the Reserve banks, further- 
more, serves increase bank reserves and 


the ability banks acquire assets. 


Treasury tax collections exceeded expend- 
itures and the resulting surplus were employed 
retire outstanding debt, the effect upon re- 
serves would essentially the reverse 
events described connection with issuance. 
Reduction nonbank-held debt could ex- 
pected leave total bank deposits and re- 
serves unchanged. The initial collection 
taxes would result shift ownership 
deposits commercial banks from the non- 
banking public the Government. When the 
obligations were redeemed, individuals and 
businesses would receive checks Treasury 
balances the Reserve banks, which they 
would deposit commercial banks. Re- 
plenishment Treasury deposits Re- 
serve banks transfers from commer- 
cial bank depositaries, however, would 
offset this gain. the event debt held 


take place, but there would loss 
reserves. The extinction deposits would 
reduce required reserves and increase excess 
reserves equivalent amount. 


Treasury surplus were used retire 
securities held Reserve banks, Government 
deposits would extinguished amount 
equal the value securities redeemed. The 
replenishment Treasury balances the Re- 
serve banks through transfer funds from 
commercial bank depositaries, this instance, 
would not offsetting increase these 
depositaries. Hence, the transaction would 
result net reduction deposit balances 
and reserves the commercial banks. 


The role the Treasury investment funds 
determining bank reserves can described 
readily. These funds represent bookkeeping 
account the net accumulation contribu- 
tions employees, employers, veterans, and 
forth, and are held trust the Treasury. 
Contributions the funds are received into 
the commercial bank depositaries initially, 
along with other tax collections. While the 
investment fund accounts are credited with 
the receipts collected, the Treasury, its dis- 
cretion, may either issue special obligations 
the funds purchase outstanding Govern- 


and Bank Reserves 

commercial banks were retired, net re- 

duction commercial bank deposits would 


ment securities from the market. Purchase 
securities from the market, like any other dis- 
bursement the public, tends increase 
deposits and reserves the commercial banks 
only the extent that such withdrawal 
Treasury funds the Reserve banks not 
offset calls commercial bank depositar- 
ies. The issuance special obligations the 
investment accounts merely intra-Gov- 
ernmental transaction and results move- 
ments deposits reserves. 


Treasury operations outside the area the 
budget, the trust accounts, the debt ac- 
counts, also are capable exerting strong in- 
fluence over bank reserves. Movements gold 
into the banking system whether imports, 
domestic production, recovery from industrial 
use, release from earmark for foreign ac- 
count directly increase commercial bank re- 
serves. Similarly, increments the monetary 
stock silver may serve expand reserves. 

import gold, for example, arising 
connection with international trade, would 
sold the Treasury for storage its vaults. 
The Treasury would pay for the gold draw- 
ing its balance Reserve bank. The 
transfer this balance the account 
commercial bank would accompanied 
increase that bank’s reserve balance 
the Federal Reserve bank its district. 
far, the transaction different from 
any other purchase made the Treasury. 
this case, however, the Treasury permitted 
law issue gold certificates against the 
newly-acquired gold. These certificates are 
issued the Federal Reserve banks return 
for deposit balance. Thus, the Treasury bal- 
ance the Reserve banks restored its 
former level, while the commercial banking 
system has received net increase reserve 


well deposit balances. This distinc- 


tive quality transactions the monetary 
metals, compared with Treasury purchases 
other goods and services. the cases pre- 
viously described, depletion Treasury bal- 
ances the Reserve banks was offset trans- 
fer funds from the commercial bank de- 
positaries, the latter counterbalancing the gain 
from receipt checks drawn Treasury bal- 
ances the Reserve banks. this case, there 
has been net gain reserves the com- 
mercial banks and Reserve banks, considered 
system. Treasury purchases silver from 
either domestic producers importers result, 
similarly, expansion bank reserves and 
the money supply. The results the acquisi- 
tion gold described above are portrayed 
the two consolidated partial balance sheets, 
(Figure 2,) transaction IV. 


The expansion holdings monetary 
metals described above reversible. Gold 
may exported meet foreign payment re- 
quirements, placed under earmark for foreign 
account, withdrawn from the Treasury for 
use the arts. Likewise, stocks silver may 
drawn down. such instances, sale the 
metal the Treasury would involve redemp- 
tion outstanding certificates and reduc- 
tion bank reserves. 


The foregoing description the signifi- 
cance which major Treasury operations have 
for commercial bank reserves ignores possible 
modifying actions which may occur. Addi- 
tional reserves may made available ex- 
isting reserves withdrawn through Federal 
Reserve action which compensates for Treas- 
ury operations and other influences. While 
comprehensive analysis changes bank 
reserves would require consideration these 
additional factors, this discussion has been 
focused the results the movement 
through Treasury accounts funds arising 
from tax collection and debt financing, well 
the functioning the monetary 
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MANUFACTURING HOURS EARNINGS 


DOLLARS 


avG. WEEKLY HOURS 
PER WORKER 


Reserve Reserve 
City Country City Country 
Member Member Member 


District Banks Banks Banks Banks 
and 
States Jan. 1954 Percentage Change From 


Jan. Dec. Jan. Dec. Jan. Dec. Jan. 
1953 1953 1953 1953 1953 1953 1953 1953 


District portion only. **No reserve city banks this state. 


MANUFACTURING EMPLOYMENT 


MILLIONS 
te 


PRICE INDEXES, UNITED STATES 


1953 


Dec. 


Index 1953 


Wholesale Price Index (1947-49=100) 109.9 
Prices Paid Farmers (1910-14—100) 284 


Revised. 
TENTH DISTRICT BUSINESS INDICATORS 


Check Department Residential 
Principal Percentage change—1954 from 1953 
Metropolitan 
Areas Jan. Jan. Jan. 
+11 


only. tKansas City, Mo., only. City, Mo. and Kans. 
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